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Gopcrate Prafil 


Beaumont Select Corporations Inc. is a management and investment corporation, which has significant investments in the 
food processing and real estate industries. Beaumont charges fees and interest on its investments to its subsidiary companies. 


Real Estate Division 


The Real Estate Division owns three industrial buildings, one in Winnipeg and the other two in Calgary, with a total area of 
approximately 110,000 square feet. The Corporation also owns 40% of a company that owns 15,000 square feet of office 
space in a building close to the downtown of Calgary as well as 91 acres of investment land close to high end residential 
developments in Calgary. 


Food Processing Division 


The Food Processing Division concentrates on providing high quality private label and branded products of a specialty 
nature in the frozen food and bakery products sectors. These products are distributed to food wholesalers and retailers in 
North America. The Frozen Food Unit is the largest processor of perogies and the largest private label processor of 
panzarottis in Canada, on a poundage basis. The Bakery Unit has fine product lines including high quality undecorated slab 
cakes, icings, Christmas cakes, nanaimo bars and layered cakes, swiss and jelly rolls, cake and yeast doughnut products, 
berry cups, crumbs and croutons and mini muffins. These products are sold to most major retail chains in Western and 
Central Canada. Approximately 12% of the sales are made in the U.S.A. and attempts are being made to sell more in Quebec 
and the Maritimes. The production facilities are all located in Western Canada. 


The goal of the Food Processing Division is to provide its customers with high quality, private label and branded products 
comparable in quality to those of national brands at lower prices and with a higher level of service. 


CORPORATE GOAL 


The corporate goal of Beaumont Select Corporations Inc. is to increase operating income, net income and EBITDA by at 
least 5% on an annualized basis over a 6-year period and to enhance long-term shareholder value. 


The chart below shows the progress we have made over the past six years. 


6 YEAR FINANCIAL HIGHLIGHTS (in thousands of dollars except share and per share information) 


2003 2002 2001 2000 1999 1998 
Sales $ 36,311 $$ 36602 $ 35,026 $$ 32,127 $ 30,867 8 28,960 
Operating Income (Loss) 1,425 1,109 1,411 1,456 L222 1,088 
Net Income (Loss) 98 83 652 417 O2% 657* 
Funds from operations 3,199 DAO, 3,150 3.072 Zoos G32: 
EBITDA before one-time expenses’ 4,251° Sea 4,100 3,108 3,564° 2,249* 
Total Assets 29,142 29,679 28,116 29,196 24,862 22,994 
Shareholders’ Equity 10,763 10,921 11,086 10,100 10,071 S650 
Shares outstanding, end of year 17,866,473 18,139,473 18,523,973 19,344,473 20,079,830 22,909,910 
Net Income (Loss) per share — basic 0.00 0.00 0.04 0.02 0.05° 03; 
Funds from operations 
per share — basic 0.18 0.12 Oey 0.16 0.12° 0.08" 
EBITDA per share — basic 0.24 Oz1 0.22 0.16 0.18° 0.10* 


a ect tome a ee Bae i a ee a ie 

Note 1: Earnings before interest, taxes, depreciation, amortization and special one-time expenses. 

Note 2: An investment writeoff of approximately $705,000 has been excluded fromthe EBIDTA in 2003. 

Note 3: These figures include the final settlement of $69,549 related to the payment on a corporate guarantee provided to a 
German bank. 

Note 4: These figures include a one-time expense related to the payment of $700,000 on a corporate guarantee provided to a 
German bank and a one-time recovery of deferred taxes of $571,000. 


Rept to Sharchaldors 


The Corporation had a successful year of operations for the fiscal year ended June 30, 2003. All divisions contributed 
positively to the operating income, which improved significantly on a year over year basis. This is attributable to the 
continuous effort of the Management in cost control, improving efficiency, and most of all, the initiatives taken in plant 
modernization of last year. Sales revenue was relatively unchanged compared to that of fiscal 2001/02. The net income 
improved over that of the previous year but was adversely affected by the one-time charges in other corporate activities as 
well as an accrued expense for future income taxes. 


FINANCIAL HIGHLIGHTS 


The Corporation maintained stable sales at approximately $36-million. However, operating income, income before taxes 
and net income improved to $1,425,000, $727000 and $98,000, in comparison to $1,109,000, 277,000 and $83,000 
respectively in 2002. 


Funds from operations strengthened by 43%, from $2,232,000 to $3,199,000 on a year-over-year basis, while EBITDA before 
one-time expenses was $4,251,000 in 2003 versus $3,727,000 in 2002. 


The balance sheet continued to show improvements year over year. 


The current ratio and debt to equity ratio were 1.31:1 and 1.71:1 respectively in 2003, compared to 1.08:1 and 1.72:1 in 2002. 
MANAGEMENT’S DISCUSSION AND ANALYSIS 


Sales 


Overall sales were relatively stable at approximately 36-million dollars, in comparison with last year. During the second 
quarter, the sales showed signs of improvement, especially in the Frozen Food unit, which was the result of promotional 
activities on products being restored to its normal level. However, sales returned to its normal level during the last two 
quarters of the year. 


Margins 


Operating income improved by 28% over last year, to $1,425,000 from $1,109,000. This improvement was due to the plant 
upgrade and improved line efficiency which minimized the effects of increases in labour, materials and other input costs. 


Net income and funds from operations 
All operating units provided positive cash flows during the past year. 


While funds from operations improved significantly to $3,199,000 from $2,232,000 in 2002 (up 43%), net income was 
marginally up to $98,000 from $83,000 in 2002 (up 18%). Without the one-time non-cash write offs described below of 
approximately $700,000 from other corporate activities, the financial results would have been even better. 


$400,000 of the write off related to the collapse of sales for a listed corporation in which we had invested. The corporation 
sold decorative glass. The sales collapse was due to sudden reduction in demand for glass by specialty office developers 
(typically targeting “dot com companies”) and the substantial appreciation in the Canadian dollar over which the 
corporation had no control or answers. The other write down of approximately $300,000 recorded the unrealised reduction 
in the value of the balance of the Corporation’s marketable securities portfolio at year end. At the time of writing of this 
Annual Report in early November 2003, the portfolio had recovered from the $300,000 write down with a $250,000 of 
realized gains and a further $300,000 of unrealized gains from the June 30, 2003 year end value. 


EBITDA before special and one-time charges 


EBITDA is defined as earnings before interest, taxes, depreciation and amortization, and special and one-time charges 
which Management views as items that do not arise as part of the normal day-to-day business operations or that could 
potentially distort the analysis of trends. 


These earnings measures do not have a standardized definition prescribed by GAAP and are therefore not readily 
comparable to similar measures presented by other corporations even in the same industry. 


The following table provides the reconciliation of EBITDA before the impact of special and one-time charges to EBITDA in 2003: 


EBITDA, before the. followings. cj-ni-.2 ca soecsae Sian ei ge ne $4,251,000 
Write-down.marketable securities: 5 5 fi: i pete ee ee ite ae eee a (413,000) 
Unrealized losses.on marketable securitiesiy.). a7 seas tere ae ey (292,000) 

EBITDA) fee foe 8 ath ba RE oe ere cee ee $3,546,000 


Operations 


This was another rewarding but challenging year for the operations as well as for the Corporation as a whole. The 
Corporation was able to obtain some price increases to offset increases in most input costs. The Corporation faced an 
upsurge in input cost during the year including significant increases in flour, cooking oil, electricity, natural gas, insurance, 
and packaging. The Corporation took steps to minimize the impact by mechanizing further its production lines. The 
Corporation continues its practice of buying futures and buying in bulk to obtain the lowest possible prices. 


Management continued to focus on improved efficiency to generate cost savings and increased profitability. 
DIVISIONAL REPORTING 


Real Estate Division 


Over the years, the Corporation has seen an increase in real estate values in the areas where it owns properties. The total 
rentable space of the buildings was approximately 125,000 square feet. This includes15,000 square feet of office space held 
through a 40% investment in Somerset Properties Ltd. and 110,000 square feet of industrial space. All buildings were 

fully leased. 


All the industrial buildings have a lease with affiliates at market rates, while the office building is now fully leased to third 
parties. Two of the three industrial buildings are in prime industrial areas in Calgary, Alberta, while the third one is in 
Winnipeg, Manitoba. 


Effective and after the close of business day on June 30, 2003, Somerset Properties Ltd., a wholly owned subsidiary 
operating the office building at the outskirts of Calgary downtown, acquired a real estate property from an Officer of the 
Corporation and his family. The respective properties were evaluated by an independent third party appraiser, and the 
values were based on current market conditions. The acquisition, which involved an issuance of shares by the subsidiary 
and shareholder loans proportionate to the shareholding, is expected to enable the subsidiary to expand its growth potential 
and at a faster pace. 


As a result of this transaction, the interest of the Corporation in the subsidiary has been diluted to 40%. 


Food Processing Division 


The Food Processing Division continues to grow steadily as new customers are acquired in both Canada and the United 
States, and as new products are successfully introduced. 


The Food Processing Division continues to research new product opportunities and look for acquisition targets. In addition, 
it will continue to expand sales of existing products to a broader geographic customer base. 


CORPORATE ACTIVITY 


Effective July 1, 2002, the Corporation adopted the new Canadian accounting standard relating to stock-based compensation 
and other stock-based payments. The standard was applied prospectively for stock-based payments to non-employees and to 
employee awards of stock. The Corporation follows the fair value method for future awards to non-employees, as prescribed in 
the standard, to calculate a fair value of the stock granted and record that fair value as an expense over the term of the grant. 
The standard, while permitting the Corporation to continue the policy that no expense is recorded on the grant of stock 
options to directors and employees, required note disclosure of the impact on earnings per share had an expense been 
recorded. Refer to the accounting and disclosure of the stock-based compensation and other stock-based payments for details. 


Effective July 1, 2002, the Corporation also adopted the new Canadian accounting standards related to goodwill and other 
intangible assets, which requires an impairment assessment to be performed at least on an annual basis. Using the 
discounted cash flow method, the Corporation completed its required initial and annual assessment of goodwill as of July 1, 
2002, and the initial tests did not reveal any impairment as at June 30, 2003. 
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The directors and management feel that the shares of the Corporation are trading on the market at less than their fair value 
and the Corporation is continuing the repurchase of shares under a normal course issuer bid. As of June 30, 2003, under its 
normal course issuer bid, the Corporation had repurchased 328,000 shares for a cost of $226,625. Since the beginning of 
the share repurchase program five years ago, the Corporation has repurchased approximately 3,268,000 shares from the 
market in a continued effort to improve shareholder value. 


In June 2003, the Corporation received approval from The Canadian Venture Exchange to acquire an additional 893,349 
shares, representing approximately 5% of the issued and outstanding class “A” shares, through a sixth Normal Course Issuer 
Bid. This process has commenced on July 2, 2003 and will terminate on the earlier of July 1, 2004 or such date as all of the 
Bid Shares are purchased pursuant to the “Bid Period” stipulated herein. 


SUBSEQUENT EVENTS 


Subsequent to year-end, the Corporation repurchased 113,000 shares for cash consideration of approximately $122,000. 


2004 OUTLOOK 


Sales 


Management expects sales to grow by approximately 5% this year as several new products developed over the past two years, 
seem to have gained acceptance by customers and the market place. The Frozen Food and Bakery units will continue their 
expansion into new private label territory to reach a broader customer base, both geographically and internationally. 


Margins 


The Corporation is continuing to focus on reducing unit costs by further mechanization and by introducing new products with 
better margins. However, the Corporation continues to face higher than normal input costs because of increase in commodity 
prices and service charges, such as flour, cooking oil, packaging, utility, insurance, etc. The Corporation will continue to take 
steps to minimize the impact by mechanizing further its operations. 


Net income and cash flow 


The Corporation hopes to duplicate, at a minimum, the operating income and funds flow results of fiscal year 2002/2003. 
Preliminary indications are that the cash flow for the first quarter of 2003/2004 is close to that of the same period for the 
2002/2003 fiscal year. Every effort is being made to increase sales and reduce costs to improve the bottom line. 


The Corporation continues to strive through its marketable securities portfolio to generate income to absorb its corporate 
costs. So far for this year it is having some success. 


Forward-Looking Statements: 


This Annual Report may contain forward-looking statements including statements regarding the business and anticipated 
financial performance of the Corporation. These forward-looking statements involve known and unknown risks, 
uncertainties and other factors which may cause the actual results and performance of the Corporation to be materially 
different from the future results and performance expressed or implied by such forward-looking statements. A number of 
factors could affect the actual results, including but not limited to, input costs, competition, and access to capital market. In 
light of the significant uncertainties inherent in the forward-looking statements, the inclusion of such information should 
not be regarded as a representation by the Corporation that the objectives and plans of the Corporation will be achieved. 
The Corporation will not necessarily update the forward-looking statements as information become available. 


A NOTE OF THANKS 


We wish to take this opportunity to thank all of our managers, supervisors and employees who, as associates, worked so 
hard to make this another successful year. 


Winston Ho Fatt 
Chairman and Chief Executive Officer 


on 


( Financial (Slatements 


MANAGEMENT’S RESPONSIBILITY FOR FINANCIAL STATEMENTS 


The accompanying consolidated financial statements of Beaumont Select Corporations Inc. have been prepared by 
management in accordance with Canadian generally accepted accounting principles consistently applied. The Corporation’s 
accounting procedures and related systems of internal control are designed to provide reasonable assurance that its assets 
are safeguarded and its financial records are reliable. In recognizing that the Corporation is responsible for both the 
integrity and objectivity of the financial statements, management is satisfied that these financial statements have been 


prepared with this in mind and within the information presented in the financial statements. 


KPMG LLP, Chartered Accountants, who were appointed by the shareholders of the Corporation to serve as the 
Corporation’s external auditors, have examined the consolidated financial statements of the Corporation for the years ended 
June 30, 2003 and June 30, 2002. 


The Audit Committee has reviewed these statements with management and the auditors, and has reported to the Board of 


Directors. The Board has approved the consolidated financial statements of the Corporation herein. 


Winston Ho Fatt 


Chairman and Chief Executive Officer 


AUDITORS’ REPORT TO THE SHAREHOLDERS 


We have audited the consolidated balance sheets of Beaumont Select Corporations Inc. as at June 30, 2003 and 2002 and 
the consolidated statements of operations and retained earnings and cash flows for the years then ended. These financial 
statements are the responsibility of the Corporation’s management. Our responsibility is to express an opinion on these 


financial statements based on our audits. 


We conducted our audits in accordance with Canadian generally accepted auditing standards. Those standards require that 
we plan and perform an audit to obtain reasonable assurance whether the financial statements are free of material 
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the 
financial statements. An audit also includes assessing the accounting principles used and significant estimates made by 


management, as well as evaluating the overall financial statement presentation. 


In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position of the 
Corporation as at June 30, 2003 and 2002 and the results of its operations and its cash flows for the years then ended in 


accordance with Canadian generally accepted accounting principles. 


KPPIG 227 


Calgary, Canada Chartered Accountants 
September 12, 2003 


enselidated Balance Shoes 


June 30, 2003 and 2002 


ASSETS 
Current assets: 


aS Tie Riper ire ee, PME Rp en ete ra Rat Nias are 
Marketable securities (mote, 2a... 
LCCOUNIES TECCIVADICR Gd) BA Mc... alan y cae 
PAVemtOnys (NOtC: Ne re Meta Cena ne were 
Prepaid.expense saws: tana gs ee a ee a 
Current portion of loans receivable (note 4) ...... 


2003 


2002 


$ 1,149,416 


$ 737,037 


Rodis coeivable: (note 4) ay ss eee ee 


Investment in and due from affiliated company (note 5) 


Rutirenincome, taxes. (NOte: 11) 2 eae arene sese eee 
Property and equipment (note 6) 44 1.4.60 64. ee 
COR aN ANE Ua ie aa eee alli, Seen Sila ee PR nyt es Parente 


LIABILITIES AND SHAREHOLDERS’ EQUITY 
Current liabilities: 


Baraloans (Gt. 8) anak hector seter:  eace aterm murs 
Accounts payable and other liabilities (note 2) .... 
Current portion of long-term debt (note 8) ....... 


PiestomelAted. parties (MOtG oO) 6 422 wae ec eer a8 nae 
Poturenucome taxes (otenl]) yon. % «5 sue eases 
Pouetemunde bt, (MOtG.G)) sre Ger tea ae lee gm soe 


Shareholders’ equity: 


Saker cal tal\ (0 CC.o. lnc nraa ear tee etme ree 
Retained earnings, ane te ee ee ee ee ees 


Commitment and contingency (notes 15 and 16) 
Subsequent event (note 18) 


PERS MOM RS ee 4,353,723 4,002,460 
Pe RaT OL eet 2,424,313 2,469,104 
SVC 2,959,643 3,030,859 
Peek en ee 211,994 269,498 
eee 40,603 79,111 
11,139,692 10,588,069 

Beer AR awe tos" 170,000 98,000 
Re ny ear 427,998 = 
Wee Nae ~ 94,000 
Os eek: 15,674,210 16,980,093 
Beinn Rice We iS. 5 925,624 925,624 
Deere 804,832 992,954 
$29,142,356 $ 29,678,740 

et ewe here $ 1,212,193 Pe 230 151 
ed iene ee 5,911,396 5,217,166 
PI Nao) ei 1,352,722 2,356,974 
8,476,311 9,806,891 

ayes OL ehh ON 221,911 185,163 
ri Get ere 445,500 = 
AMAL NE cr ne oe: 9,236,036 8,765,664 
rend coer 8,409,940 8,538,442 
Sacer etn Gee 2,352,658 2,382,580 
10,762,598 10,921,022 

$29,142,356 $ 29,678,740 


See accompanying notes to consolidated financial statements. 


On behalf of the Board: 


Jd Ea- 
Winston Ho Fatt 
Director 


Cpt suf 


Peter Kreutzer 
Director 


Consolidated Gi talemenis of (povations and Retained Laing 


Years ended June 30, 2003 and 2002 


2003 2002 
Revenues:(motes*5 Andel 3 errs ere. oes See ee ery ee ee $ 36,311,478 $ 36,601,885 
Cost of sales: 
Direct @xpenses a. nee tue ee cs ee ete ee ode pt gs ee 30,468,462 31,486,717 
Depreciation and cImoruzation 4...) ne eee ete ce ee er ane 1,477,782 1,383,064 
31,946,244 32,869,781 
Operating arsine. eee peteete: 2 oes Speer at once ei te tone er a 4,365,234 3,732,104 
Operating expenses: 
Corporate’and administrative (fiote’S)2- nn ye ee ee 1,238,431 955,362 
Interestion lonesterm debta7a..a 2m oe ce Ge ee nee ea 763,011 PR EIND! 
Royalty. (iote.5) tgkaetacee Ayce ee eaten we neny mie ae ees Sac ee 360,000 360,000 
Interest and bank charses, (note 5) >i. ..5 20st e ts ea eee 244,015 181,660 
Depreciation and-ameortizationgees eo ee ee ee ee ee 335,215 398.750 
2,940,672 2,622,943 
Incomesbetore the: tollowingepgns cc. aae he tere ee eee ee 1,424,562 1,109,161 
Other income (expenses): 
Write-down of marketable’security (note 2) .....:../.-...+-..,+--- (412,666) - 
Unrealized losses on marketable securities (note 2).................-- (291,843) - 
Investimerntuncome: (OSS ieee eee es ee ee eee eee 73,169 (28,527) 
Write-down of loans receivable (note’4) 2.025 2 5s ce eee (42,000) (147,402) 
Loss onrsale.of marketable securities. aun eee nae ee ee (32,730) (3,101) 
Foreion exchanse (loss) Sain aera eee sre ene ee ee ee 8,304 (41,657) 
Other, expenses (mote 12) ese Wales ta aes ae ae eee ee ee Ue aire - (496,955) 
Write-down ot intangible assets: (note 7). ss a ea re ee - (114,659) 
(697,766) 832,301 
Income: before, incomieltaxesaeey. ie ae eee ee 726,796 276,860 
Income taxes (note 11): 
LG VET m2) 01 eer Ne dae os ir lew Mec RiP Re Aeterna a TP Lac PAN aan eo Sr ee 119,769 91,498 
BLU T iss Ane ee ON ae ee rece ROTA FT mr 509,000 102,165 
628,769 193,663 
NOU IM COMME Bey ik ok ER Ze eens che TT POR ed AON Toe 98,027 SOT 
Retained earnings, beginning Ol, year eae nnn eee a ee a 2,382,580 2,366,683 
Excess of consideration paid over stated value of 
shared redeemiedi( Note 9) seem ae ataeee ee ennneea eee (75,023) (67,300) 
Excess of deficiency in investment in affiliated company 
over the net equity in affiliated company (mote 5)................... (52,926) “ 
Retained earnings end) of years een ae mee ec are ee ee $ 2,352,658 8 2,382,580 
Net income per share (note 9): 
SECC tc a ee a ST ME SIN PA Eo 1 no, DO chachas Be crcl eee Meee es ON $ - 8 = 
Dibeete Bites aera i tc rae sae ees An Se cee Nee $ - 8 = 


See accompanying notes to consolidated financial statements. 


Canselidated (Statements of Kuh Plows 


Years ended June 30, 2003 and 2002 


2003 2002 
Cash provided by (used in): 
Operations: 
NGCINCOM eae reir, Le re Aunty terre Gon eA Ses, Ss $ 98,027 $ 83,197 
Add (deduct) items not requiring cash: 
Depreciavonrand amorazallole eae ee ee 1,812,997 1,781,794 
Wirite-cdow7 Ofamearketable SeCuliLy methane ee oe ee eee 412,666 - 
Unrealized losses on marketable securities .................. 291,843 - 
PUlirer OOM: LAX CS eine mn ark re arr ear a et 509,000 HOZMOS 
Wite-down of loansireccivablemsw ms wae as ene Frater 42,000 147,402 
oss’ on sale’of marketable securities. ; s.s.6 2.5554. «2 Ye. 32,730 3,101 
Write-down orintansiblelassets nea mi aia reer eee aan en ee - 114,659 
BunGSuromropera lols wt een eee ae eee nee 3,199,263 2,232,318 
Net change in non-cash working capital balances (note 17)......... (399,156) (1105552) 
2,800,107 2,121,766 
Investing: 
Purchase olproperty and equipment +t ees ns (881,638) (352515696) 
Expenditures Of Intangible aSSetS ype eens © see ie ees co (147,093) (253,457) 
Decrease (increase) in loans receivable.) 2. 255 e524 see eee oe (75,492) 815 
Net cash paid on sale of interest in wholly-owned 
SUDSIGIALY: CIOCELS: ae pee Mere PRE Gwe Lye me Cent ee ae (27,272) - 
(1,131,495) (3,504,298) 
Financing: 
Increase (decrease) in bank loans, net of repayments ............. (1,020,558) 280,427 
Repurchase and cancellation of Class A common shares........... (226,625) (248,285) 
Isstter Gl Grass A COMMON SHATESs ween re re ys er cen ee ae 23,100 = 
Increase (decrease) in long-term debt, net of repayments .......... (68,898) 1,368,383 
micredsenn due tos elated partl esi war ae senna: ee oe en ee 36,748 28,712 
(1,256,233) 1,429,237 
Iinerease wnicasi during theyear i nes ae too aan es ee Se 412,379 46,705 
Case Deville Ol VCAl cme tetra. eaten are eee oe Ae os a Lb ae an TAU 690,332 
BEC ey sate Ml Race een ee ee Se eer. ee ee ee ee $ 1,149,416 Be 37,037 
See accompanying notes to consolidated financial statements. 
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(Notas te Gonselidated (GFinancial (Satements 


Years ended June 30, 2003 and 2002 


GENERAL: 


Beaumont Select Corporations Inc. (the “Corporation”) is incorporated under the Business Corporations Act of Alberta. 


The Corporation’s primary operations relate to food processing and distribution and real estate and rental properties. 


1. SIGNIFICANT ACCOUNTING POLICIES: 


The consolidated financial statements of the Corporation have been prepared in accordance with Canadian generally 
accepted accounting principles. In the preparation of these consolidated financial statements, management has made 
estimates and assumptions that affect the recorded amounts of certain of the Corporation’s assets, liabilities, revenues 
and expenses and the disclosure of contingent assets and liabilities. The most significant estimate relates to 
determining the cost recoverability of the Corporation’s goodwill and other intangible assets, which are principally 
based upon estimated future cash flows. While it is the opinion of management that these consolidated financial 
statements have been properly prepared within reasonable limits of materiality and within the framework of the 
significant accounting policies summarized below, actual results could differ from the estimates made. 


(a) Basis of presentation: 


The consolidated financial statements include the accounts of the Corporation and its subsidiaries. Certain of the 
comparative figures have been reclassified to conform to the current year’s financial statement presentation. 


(b) Inventory: 
Inventory is recorded at the lower of average cost and market, with market determined at net realizable value. 
(c) Property and equipment: 


Property and equipment are recorded at cost upon acquisition. Depreciation on property and equipment is 
provided using principally the straight-line method over the estimated useful lives of the assets as follows: 


Estimated 
Asset Useful Life 
Production<equipmlenite 5.24. cence fic wisest ts oy Oa oa a 10 to 20 years 
Bulldings » .ssegeuee cap eid dos lee hs, oe eh iiercecth otha Aa oe 10 to 20 years 
Léaschold improvements) <5 %j.0 cucessetes each eee eee 10 years 
Vehicles: «2-<:sgygegicp thar 89 2 Gh. a at Bt De Ee 6 to 10 years 


(d) Goodwill and other intangibles: 


Goodwill represents the excess of cost over the fair value of net assets acquired. Other intangible assets relate to 
deferred financing costs associated with the refinancing of long-term debt and deferred development costs 
associated with the development of new commercially viable product lines and packaging designs. Effective July 1, 
2002 the Corporation was required to adopt the new accounting standards with respect to goodwill and other 
intangible assets, which require that the amortization of goodwill be replaced with an annual test for impairment 
and that intangible assets other than goodwill be amortized over their useful lives. Other intangibles relating to 
deferred development costs are amortized on a straight-line basis over periods ranging from five to ten years and 
deferred financing costs are amortized over the term of the corresponding debt facility. Management tests goodwill 
and other intangible assets for impairment at the end of the Corporation’s fiscal year, taking into consideration the 
nature of the industry and the circumstances which might impair the value. The amount of impairment, if any, is 
determined based on estimated future cash flows. Any impairment in the value of the goodwill or other intangibles 
is charged in the period when impairment is determined. 


10 


1. 


SIGNIFICANT ACCOUNTING POLICIES: continued 
(e) Foreign currency translation: 


Integrated foreign operations have been translated into Canadian dollars using the temporal method as follows: 
Monetary items — exchange rates in effect at the balance sheet date; 
Non-monetary items — exchange rates in effect on the dates of those transactions; and 


Revenues and expenses — at the average exchange rate prevailing during the year; except for depreciation and 
amortization, which is translated at prevailing rates when the respective assets were acquired. Gains and losses 
arising from the translation are included in income for the current year. 


(f) Marketable securities: 
Marketable securities are stated at the lower of cost and market value. 
(gs) Per share amounts: 


Basic net income per share is calculated using the weighted average number of common shares outstanding during 
the year. Diluted net income per share is calculated following the treasury stock method assuming that the proceeds 
obtained upon the exercise of options would be used to purchase common shares at the average market price during 
the period. 


(h) Income taxes: 


The Corporation follows the liability method of accounting for income taxes. Under this method, future income tax 
liabilities and future income tax assets are recorded based on temporary differences — the difference between the 
carrying amount of an asset and liability in the consolidated balance sheet and its tax basis using income tax rates 
enacted at the balance sheet date. The effect of changes in rates on future income tax liabilities and assets is 
recognized in the period that the change occurs. 


(i) Stock based compensation: 


Effective July 1, 2002, the Corporation prospectively adopted the new Canadian accounting standards with respect to 
stock based compensation. Proceeds received on the exercise of stock options are included in share capital and no 
compensation expense is recognized. For stock based compensation to non-employees, the Corporation calculates a 
fair value using an option pricing model and records the expense to earnings over the term of the option. 


(j) Long-term investment: 


The Corporation’s long-term investment represents a 40% ownership interest in Somerset Properties Ltd. 
(“Somerset”) (see note 5) and is accounted for using the equity method. Under this method, the investment account 
was recorded at its carrying value on June 30, 2003, the date in which the Corporation sold 60% of its ownership 
interest in Somerset, and is adjusted by the Corporation’s proportionate share of Somerset’s net earnings or losses 
and dividends received. The carrying value of the long-term investment is periodically reviewed by management to 
determine if the facts and circumstances suggest that it may be permanently impaired. Any impairment identified 
through this assessment would result in a write-down of the investment and a corresponding charge to income. 


(k) Revenue recognition: 


Revenue from product sales are net of estimated returns, rebates, allowances and credit notes and are recorded 
when delivery has been made and legal ownership of the product has been transferred to the customer. 


MARKETABLE SECURITIES: 


At June 30, 2003, the Corporation held marketable securities with a net book value in excess of fair market value 
totaling $704,509 (year ended June 30, 2002 - $nil). The write-down was comprised of a write-down of a specific 
security totaling $412,666 as well as unrealized losses on other marketable securities totaling $291,843. As a result, the 
net book value at June 30, 2003 equals its fair market value of $4,353,723 (June 30, 2002 net book value — $4,002,460; 
fair market value — $4,074,000). In addition, the Corporation has a margin account totaling $2,305,066 (June 30, 

2002 — $1,552,730), which is included within accounts payable and other liabilities. 
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MARKETABLE SECURITIES: continued 


The following is a continuity of marketable securities for the years ended June 30, 2003 and 2002: 


2003 2002 


Opening net books values 4.2. cei eee ee ee ee eer $ 4,002,460 $ 2,582,703 
Additions  net.of CiSDOSIUIONS «fe aitar ee ete eee ee cee ee 1,458,617 1,422,858 
Doss'on sale of marketable securities [m- t se 6 ae ors oe (32,730) (3,101) 
Write-down of marketable securities (50 eo as ks ee (412,666) a 
Unrealized losses on marketable securities; .° 4. -42....45--222220- (291,843) = 
Transfer of marketable securities on disposition of Somerset (note 5) ... (370,115) = 

Boding net bookiwaltie pau er metres pen ee Omura ce wR co eee $ 4,353,723 $ 4,002,460 


INVENTORY: 


2003 2002 
RAWEIIACCTIAlS Mae tr eae Ne ere Mae Ah ao ey ae ee Oe oe, eee ee $ 1,917,091 § 1,578,274 
Finished S000Sta sre ats noter ee ude eh eee a Rn ae ee ee eee 1,042,552 1,452,585 
$ 2,959,643 % 3,030,859 
LOANS RECEIVABLE: 
2003 2002 
Loans receivable, bearing interest at rates varying from non-interest bearing 
to 5% per annum, with $70,000 secured by a second charge on all of 
the assets of the debtor and $100,000 bearing interest at 5% per annum 
secured by specific marketable securities with a fair market value of 
approximately $116,000 at June 30, 2003. The remaining balance is 
unsecured with varying repayment terms ©. 0..5.......6.45..0.5 555 $ 210,603 ‘i Sere ela 
LESS. CUTLENT: POFLION wae eine ee ae ee ee ee eee Ay ee TE eee 40,603 POA 
$ 170,000 8 98,000 


Of the outstanding loans receivable, $100,000 (2002 — S$nil) is due from an officer and shareholder of the Corporation. 


During the year ended June 30, 2003 loans totaling $42,000 (2002 — $147,402) were considered uncollectible and 
written-off, 


RELATED PARTY TRANSACTIONS: 
(a) Investment in and due from affiliated company: 


Effective June 30, 2003 the president of the Corporation sold land with a carrying value of approximately $170,000 
and marketable securities with a carrying value of $100,000 to Somerset in exchange for a non-interest bearing note 
payable in the amount of $1,025,000. In addition, Somerset issued 150 common shares for proceeds totaling $150 
to the president of the Corporation. As such, the Corporation’s ownership interest in Somerset changed from 100% 
to 40%. As these transactions were conducted between related parties, no gain or loss on the disposition of the 
Corporation’s ownership interest was recognized and the difference between the proportionate carrying value of the 
assets and liabilities sold versus the net deficiency in the equity of Somerset was recorded as a charge to retained 


earnings totaling $52,926 including future income taxes totaling $30,500. Details of the amount due from and 
investment in Somerset are as follows: 


De 


RELATED PARTY TRANSACTIONS: continued 


2003 
Due from Somerset, unsecured, non-interest bearing 
Wit NO:SPECHICATerMSiol LeDAVIniCnt Meme =e oes eis daa ea saa le os SBE $ 683,654 
Ressrdelicicncyan investinent i) SOMCISeLeRyEn teen aie Ucn as ne wl ees ae (255,656) 
$ 427,998 
(b) Due to related parties: 
2003 2002 
Convertible debenture due to a shareholder and former officer of the 
Corporation, unsecured, bearing interest at 10% per annum 
compounded annually and payable on a monthly basis, with 
the principal portion repayable in full on July 1, 2007. 
The debenture is convertible at any time up to maturity, at the 
option of the holder, into 166,667 Class A common shares ........ $ 100,000 $ 100,000 
Promissory notes due to shareholders of the Corporation, $53,595 bears 
interest ranging from 5 to 10% per annum and $68,316 bears 
interest at 10% to 12% per annum. The notes are unsecured 
and With no fixed terms Of repayinienit 6.0.6 eas. see ee. 121,911 85,163 
$6 221,911 $8 185,163 
(c) Other related party transactions are as follows: 
2003 2002 
(i) Royalty charged by a company in which the chairman of the 
Corporation is the president but not ashareholder.............. $ 360,000 $ 360,000 
(ii) Management fees charged by shareholders of the Corporation 
included in corporate and administrative expenses .............. $ 763,000 8 653,000 
(iii) Interest revenue on amounts due from an officer and 
shareholder of the Corporation included in revenues............. 6 5,000 8 = 
(iv) Interest expense on amounts due to shareholders 
Of (het COrporaulon seen Meee tee Peer mie ie Oe ee, eee $ 15,530 8 13,000 
(v) Consulting fee paid to a shareholder and former officer of the 
Corporation included in corporate and administrative expenses .... $ 64,300 8 42,900 
PROPERTY AND EQUIPMENT: 
Accumulated Net book 
2003 Cost depreciation value 
Production eqUIPM Cite seach cota oe Sve $ 23,174,412 $ 11,697,851 $ 11,476,561 
UAT Samrat: Gout Aredens lotete: Seuralail. wheels saante Y 3,459,156 1,491,200 1,967,956 
Leasehold improvements oa is. eed ace ee ee 2,346,469 1,231,212 115257 
WelICl Sn te Mele a nace Putte eto ey ahek. t 834,133 634,697 199,436 
| ELGG ta oes PN ete. Serer: COEEe i se es Je Jaen ey ear alee: 915,000 - 915,000 
$ 30,729,170 $ 15,054,960 $ 15,674,210 
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PROPERTY AND EQUIPMENT: continued 


TUTTE EI 


Accumulated Net book 
2002 Cost depreciation value 
Produchion Cquipmenty, ois sha oor) done ee ee § 22,344,358 $ 10,486,640 § 11,857,718 
Buuldings <a. ucmcasarunuets eee Stuer casei Seem ae 4,168,590 1,443,186 2,725,404 
Leasehold improvements. ...0.-.5205h owes oa 2,198,003 1,027,940 1,170,063 
Welliclesre tents estat ie atia wera ta ene ee eee 781,320 619,412 161,908 
Fe 4  e aO s VR PR erin: Yb) ae Meee ar Oe wR Sere hae 1,065,000 - 1,065,000 
$230557.20 1 bal Daal $ 16,980,093 

INTANGIBLE ASSETS: 
Accumulated Net book 
2003 Cost amortization value 
Deferred development costs %...5....22s05ceee $ 2,187,334 $ 1,470,494 $ 716,840 
Delenredwtinance COS’SM neta a arn at arama ar ara 324,037 236,045 87,992 
§ 2,511,371 $ 1,706,539 $ 804,832 

2002 

Deferred development costs ................05- $ 2,084,616 § 1,182,667 $ 901,949 
Deterred tinance:coStsmae eee ate ete en eee 279,662 188,657 91,005 
$ 2,364,278 $ 1,371,324 $B 992,954 


As at June 30, 2003, the Corporation recorded a write-down of $nil (2002 — $114,659) as a result of a permanent 
impairment. 


BANK LOANS AND LONG-TERM DEBT: 
(a) Bank loans: 


The bank loans are revolving lines of credit, repayable on demand, bearing interest at rates ranging from the bank’s 
prime rate plus '/2% to the bank’s prime rate plus 144% per annum and are secured under various general security 
agreements covering, all present and after-acquired property of the Corporation, an assignment of life insurance on 
an officer and shareholder of the Corporation, a general assignment of accounts receivable and inventory, personal 
guarantees from an officer and shareholder of the Corporation and a postponement of claim by the Corporation. 


(b) Long-term debt: 
2003 2002 


Term loans, repayable in monthly principal instalments of approximately 
$162,000 plus interest ranging from the bank’s prime rate plus 1% 
to prime plus 2% per annum and to the lenders’ cost of funds plus 
24% to 2°/4% per annum and secured as described in note 8(a)..... $ 6,882,151 $ 7,106,672 


Mortgages, repayable in monthly principal instalments of approximately 
$20,750, bearing interest at rates ranging from the lenders’ cost of 
funds less 1/2% to the lenders’ cost of funds plus 2-1/2% per annum 
and secured by the buildings (see note 6). Mortgages are not 
subject to renewal until dates ranging from February 23, 2006 
CO JAI ALe See OOS mamta cece an See ene nee ee ee eee re 3,524,150 3,507,436 
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BANK LOANS AND LONG-TERM DEBT: continued 


2003 2002 
Note payable of U.S. $150,000, non-interest bearing, unsecured, and 
paid in full during the year ended June 30, 2003................ - 235,057 
Capital leases, due 2005 through 2007, payable monthly, with interest 
rates ranging from 8% to 12% per annum and secured by certain 
equipment with a net book value at June 30, 2003 totaling 
approximately $244,000 (2002 — $313,000).................... 182,457 273,473 
10,588,758 11,122,638 
Reser clisfene POreOnnepes cere ek ee et ens oe MTC eee te sn cree P352,ie2 2,356,974 
$ 9,236,036 8 8,765,664 


Except as specifically disclosed, the Corporation has pledged as security for the various mortgages and loans, all of 
the assets of the Corporation. 


The Corporation is required to make future principal payments as follows: 


Long-term Capital 
debt leases Total 
200 ea eee ne a. ee nee ee er ee ® 1,271,104 8 81,618 Be Looe dee 
ANOS see Se aCe DT, sr, eek ewe ea 1,532,400 59,064 1,591,464 
2 OG. or yaar PRONE § ch, fons a Diaper I cach cut PENIS ee ee 1,526,888 Zo 1,550,285 
DOO Ae eee ame Te ain | Tie ERT de Pei ee ME eG 1,523,400 18,378 1,541,778 
DY UT ene by PR LEIS I 8 0b ee a a a3 (2,34l - o72.010 
hnerecalteiee Bee 2... gt APR ae ees, craks es Be Reta. 3,179,698 = 3,179,698 
$ 10,406,301 § 182,457 $ 10,588,758 
SHARE CAPITAL: 
(a) Authorized: 
(i) Unlimited Class A voting common shares; and 
(ii) 100,000,000 non-voting Class B shares, Series 2. 
(b) Class A common shares issued: 
2003 2002 
Shares Amount Shares Amount 
Balance, beginning of year 25.00 e.2ese. oe. 18,139,473 $ 8,538,442 18,523,973 $ 8,719,427 
REceIiplionO! SiIlATeS ma, wo a ce (328,000) (151,602) (384,500) (180,985) 
ISsticcilomeash epee ee aes ee ios aie cae 55,000 23,100 = = 
Balance end loivear pie, nauk AEE 17,866,473 §$ 8,409,940 18,139,473 8 8,538,442 


During the year ended June 30, 2003 the Corporation acquired 328,000 (2002 — 384,500) Class A common shares 
for consideration consisting of cash proceeds totaling $226,625 (2002 — $248,285). As the consideration rendered 
was in excess of the stated value of the shares, the amount in excess totaling $75,023 (2002 — $867,300) was 
recorded as a reduction of retained earnings. 


_— 
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SHARE CAPITAL: continued 


(c) Stock options: 


The Corporation has a stock option plan whereby officers, directors, employees and consultants may be granted 
options to purchase Class A common shares of the Corporation. As at June 30, 2003 options have been granted to 
purchase 783,724 (2002 — 858,724) Class A common shares at prices ranging from $0.50 to $0.53 until expiry on 
dates ranging from August 16, 2004 to September 26, 2007. Options vest at periods ranging from immediately to 
three years and have a term of five years to expiry. 


Outstanding options, beginning of year ...... 
Granted 
Exercised ete he cea een deh ee eee 


Expirec: cancelled (rasa s yen eee ee 


Outstanding options, end of year........... 


Options exercisable, end of year ........... 


Options Range 
of Exercise Price 


(d) Per share amounts: 


Number 


858,724 
60,000 


(55,000) 
(80,000) 


783,724 
743,724 


Outstanding 
June30; 
2003 


333,724 
390,000 

60,000 
783,724 


2003 


Weighted 
average 
exercise 


price 


8 0.50 
0.52 
0.42 
0.42 
0.52 
$ 0.52 


wR 


Number 


953,724 


(95,000) 
858,724 
858,724 


Weighted 
average 
remaining 
contractual 
life (years) 


1.00 
fee SF) 
4.25 
iets 


Exercisable 
June 30, 
2003 


333,724 
390,000 

20,000 
743,724 


Weighted 


8 


8 


average 
exercise 


price 


0.50 


0.54 
0.50 
0.50 


Weighted 
Weighted 


MWmlimR BR ™w 


average 
exercise 
price 


0.50 
0:53 
0.52 
0.52 


The weighted average number of Class A common shares outstanding during the year ended June 30, 2003 was 
17,906,176 (year ended June 30, 2002 — 18,316,140). The dilutive effective of options for the year ended June 30, 
2003 was 218,851 (year ended June 30, 2002 — 205,449). 


STOCK BASED COMPENSATION: 


The Corporation has a stock option plan whereby officers, directors, employees and consultants may be granted option 
to purchase Class A common shares of the Corporation. 


For awards granted to all employees, the Corporation applies the intrinsic value based method of accounting for stock- 
based compensation. Accordingly, no compensation cost has been recognized for the options granted. 


Had compensation cost been determined based on the fair value of the options at the grant dates the Corporation’s net 
income and earning per share would have been adjusted to the pro forma amounts noted below: 


Pro forma net income: 
Net income as reported 


Pro forma compensation expense 


Pro forma net income 


10.STOCK BASED COMPENSATION: continued 


it 


Pro forma per share amounts: 
basiemnet ineonrerper siiaresas reported = en ae re ee en ree ee 
Basic. Net income; perisharenpro 1Oriid re ep ek een ee in cas nos Me oe cay I ier, Sn, See 
Dilated met income per sharcias reported pete ie, Arietta et ete re ees hel Se! eta 
DilGred met income per share pro lormas weenie. Ohio ie. 4 eke ei ass oe ee bene 


Bm mR S&S 
| 


The pro forma amounts exclude the effect of options granted prior to July 1, 2002, and are based on the following 


assumptions in applying the Black-Scholes model: 


expected dividend yield eames arene tr any toe Mee re eretes Neher RE Gt ol MCALEER Pe 
RISKetreenin terest PAtOn eek keene wr eee eee Sere ee en ee eee ere ys ne fe 
expec recsyvOlatilityemtuer ame eee eee FPO EnneN OMA emer ae tre Oe hate Oke ek os ane 34 
EE XDECCE UNITE, (IIRV CALS, lnog deena eRe AAR ROE RET Rate Omer ache ong merc Wi cpetonws tua dace ewes ne 


-INCOME TAXES: 


Total income taxes are different from the amount computed by applying the combined expected Canadian Federal and 
Provincial tax rate of 36.5% (2002 — 37.5%) to income before income taxes and other items. The reasons for the 


difference are as follows: 


2003 2002 
@omputecdiexpecteditax. provision 4. .4ee ce Ree ae ek yt ws 2 ee AM $ 265,281 % 103,823 
Add the following: 
Impact of change in federal and provincial tax rates .................5. 24,121 31,228 
arce. COLporatioms: and jeapital LAX CGizpawsgeeem wee oeeroaraiveute onl nanonGer somcewmparourianinnne 70,000 91,498 
@hianee im Valuation a lOoWal Ce peter an nes Tres se as fn ee 134,500 (33,466) 
Non-deductible portion of write-down and 
unrealized losses on marketable securities ................0..00 0s 134,500 - 
iINon=deductiblevex peuses mewn ewe Nt err ath res dese css war as 367 580 
otal iMGome tAXeS.c4S) LEDOLlCU mer Geta Peat en Re ae cals bas ee au 8 $ 628,769 $ 193,663 
The components of the net future income tax asset (liabilities) at June 30, 2003 and 2002 are as follows: 
2003 2002 
Future income tax assets: 
INOTIECA DCA, LOSS CS ie aerate a mma ear oa oe Be Mane eh esc GG Ge hack cr $ 1,055,000 % 1,229,628 
Net.capital.and othemlossesiewaraaaee > Snir: Macias Sa nee Ses 924,000 591,469 
1,979,000 1,821,097 
Future income tax liabilities: 
PLANT OIG ASSCLS teen ata ine eens pene naa Chats retary Bn Gea eS as Sst eee (475,000) (480,233) 
PEOPEUUVs ANG. CC ULI CI w egmen te te tear mn Ree Teena aoe ns an mite. ble a (1,025,000) (457,364) 
(1,500,500) (937,597) 
WalGation allowances ste meat ens en ae ee VOM Bie oe ur eke eds (924,000) (789,500) 
Wet ture icomie.tax asec (lability |e mee. er ee oe esa wee $ (445,500) $ 94,000 


At June 30, 2003 the Corporation had cumulative income tax deductions totaling approximately $18,450,000, 
including reported non-capital losses for income tax purposes of approximately $2,890,000, which expire in the years 


2006 to 2010. 


Corporate tax returns are subject to assessment by taxation authorities in the normal course of business. The results of 


any assessments will be accounted for as a charge to earnings in the year in which they occur. 
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OTHER EXPENSES: 


During the year ended June 30, 2002 the Corporation incurred expenses totaling $496,955 relating to the following: 


Damaged inventory due to equipment failure 225 ..9. 1. 0 ee $ 309,220 
Start-up costs relating to the modernization and expansion of production lines................. 187,730 
$ 496,955 


SEGMENTED INFORMATION: 


Reportable segments are identified on the basis of internal reporting to senior management. The Corporation operates 
primarily through two operating groups being: 1) food processing and distribution; and 2) real estate and rental 
properties. All operations are located in Canada. 


Inter-segment eliminations relate to revenues between segments recorded at transfer prices based on current market 
prices. Operating margin represents total revenues less cost of sales, including depreciation. Operating expenses are 
comprised of interest, corporate, royalty, amortization and administrative charges. Identifiable assets by industry 
segment are the assets specifically attributable to those operations. 


The following is an analysis of certain consolidated financial information by segment for the years ended June 30: 


2003 2002 
Revenues:() 

Food processin’ and distribution soare eee eee $ 36,082,214 $ 36,384,839 
Keal estate andi rental properticsw. 1... | ee ee 859,264 847,046 
Inter-segment, transactions. 2 eye... ne oe (630,000) (630,000) 
$ 36,311,478 $ 36,601,885 

Income before income taxes: 
Food processing and, distributions aan aetna eae § 1,137,773 $8 644,715 
Real estate and rental properties = am... ee ee 122,812 171,764 
Inter-sepment transactions!..2.0.0901) tee eee ee (533,789) (939,619) 
$ 726,796 $ 276,860 


(1) During the year ended June 30, 2003, sales totaling approximately $4,406,000 (2002 — $4,200,000) were made to 
customers located in the United States. In addition, the Corporation sold approximately $21,554,000 (2002 — 
$20,379,000) of product, representing approximately 59% (2002 — 56%) of revenues, to its five largest customers. 


Food processing Real estate and 

2003 and distribution rental properties Total 
Productionsequipiient ...9-.) eee eee $ 11,103,463 $ 373,098 $ 11,476,561 
Buildings (tent alan See eee eee - 1,967,956 1,967,956 
Leasehold improvements ............... 1,097,790 17,467 1,115,257 
VehiCles occa tcc eae ee ieee ae oe eee 199,436 - 199,436 
Gadid »':\.955,. ch gee ee Re” I oe ec em - 915,000 915,000 

$ 12,400,689 $ 3,273,521 $ 15,674,210 


13.SEGMENTED INFORMATION: continued 


Food processing Real estate and 


2002 and distribution rental properties Total 
PLOGUctiom equipment an sp ae ee ee § 11,484,620 8 373,098 § 11,857,718 
Pin dinsse otis eee ts ee es - 2,725,404 2,725,404 
Leasehold improvements ............... 1,150,654 19,409 1,170,063 
NS AS ER I See et aie nen eee ee 161,908 ~ 161,908 
| EGTATG so Pesta pep neem te ae Sa eee eS = 1,065,000 1,065,000 

% 12,797,182 $8 4,182,911 $8 16,980,093 
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Expenditures on capital assets and other intangibles and depreciation and amortization: 


2003 2002 
Expenditures Expenditures 
on capital assets Depreciation on capital assets Depreciation 
and other and and other and 
intangibles amortization intangibles amortization 
Food processing 
AUICe GISUIOLI LION green renee ees $1,028,731 $1,613,346 $3,505,113 $1,578,879 
Real estate 
and.tental properties. 0... 2... - 199,651 - 202,915 
$1,028,731 $1,812,997 $3,505,113 $1,781,794 
Total identifiable assets: 
2003 2002 
Food processing and! distribution) sks eee sone a. on oe eee nue et $25,523,769 $25,642,102 
eAmeStateraliGd 1 cIit al DLODCELLES merce ma rer Ce eek nek neal cin, a Se ala is ue wate 3,618,587 4,036,638 
$29,142,356 $29,678,740 


(1) Includes marketable securities. 


FINANCIAL INSTRUMENTS: 


(a) Fair values: 


As at June 30, 2003 and 2002, the fair values of the Corporation’s related party balances were considered 
undeterminable due to the inability to apply a valuation method or obtain market prices. The fair values of all other 
monetary assets, other than marketable securities (see note 2) and liabilities approximated their carrying values. 


(b) Credit risk: 


Credit risk arises from the possibility that the entities to which the Corporation provides services may experience 
difficulty and be unable to fulfill their obligations. The Corporation is exposed to financial risk that arises from the 


credit quality of the entities to which it provides services. 


(c) Interest rate risk: 


The Corporation is exposed to fluctuations in interest rates with respect to its bank loan, long-term debt and 


balances due to and from related parties. 
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COMMITMENT: 


The Corporation has a royalty agreement with a company of which the chairman of the Corporation is the president but 
not a shareholder. The royalty agreement extends to June 30, 2004 and results in the Corporation having to pay an 
annual obligation equal to the lesser of: 


(i) $360,000; or 


(ii) 18% of the gross sales of a wholly-owned subsidiary of the Corporation. 


CONTINGENCY: 


A secured creditor of Sparrow Electric Corporation (“Sparrow”), a former subsidiary of the Corporation, has successfully 
appealed a court decision wherein Canada Customs and Revenue Agency (“CCRA”) claimed priority over this creditor 
with respect to amounts owed by Sparrow regarding unpaid statutory deductions. CCRA may have a potential claim of 
up to $925,000 against the directors of Sparrow. While the Corporation has a policy of indemnification for the directors 
of Sparrow, there is uncertainty as to whether the indemnification would be applicable in this cireumstance. In addition, 
the Corporation has been advised by its legal counsel that on the basis of the facts presently known with respect to 
CCRA’s claim, the Corporation would have a good defense to an indemnification claim. As a result, no amount has been 
accrued as a liability and expense within these consolidated financial statements. In the event that CCRA successfully 
brings a claim against the directors of Sparrow and the Corporation is found liable in a court of law for this claim as a 
result of the director indemnification, the resulting settlement will be accounted for as a charge to net income in the 
period in which the settlement occurs. 


SUPPLEMENTAL CASH FLOW DISCLOSURE: 


(a) Changes in non-cash working capital: 


2003 2002 
Marketable‘securities: 25.4.5-2.230 922 eee $ (1,458,617) 6 (1,422,858) 
ACCOUNTS TECCLVADIC waar ars ce ea ort ne ee (16,289) Poteet W 
Inventory aay in Gest ed Sy or shack aceasta toe pale Mee en ee ern ee a 71,216 999 Oz 
Prepaid €xpenseS <7 bvaes cosa he eee ee eee 57,504 (14,273) 
Accounts payablezandother abilities we ene tee 947,030 50,795 
$ (399,156) % (110,552) 
(b) Cash payments: 
The following approximate cash payments were made: 
2003 2002 
IDLOTOSE:. sos. 5, o Sechstn a igeas sir. eile apaLai eT coat eter Che a $ 1,003,000 8 889,000 
TAR CSS 2 2 eater thd oP AG DUR, ae EEE SR $ 68,000 $ 42,000 


SUBSEQUENT EVENT: 


Subsequent to June 30, 2003 the Corporation repurchased 113,000 common shares for cash consideration totaling 
approximately $122,000. 


BEAUMONT SELECT CORPORATIONS INC. 


